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The glitch in Britain’s fintech revolution 


The Chancellor talks 
up the UK’s potential 
in the industry, but 
its record still lags 
behind global rivals, 
reports Lucy Burton 

T he country’s fintech 
industry will “lead the 
world” into the fourth 
industrial revolution. 

Chancellor Philip 
Hammond made some 
bold predictions on the UK’s financial 
technology sector last week on the 
main day of the first International 
FinTech Conference. 

Standing before Mark Carney, the 
Governor of the Bank of England, and 
Eileen Burbidge, venture capitalist 
turned UK fintech envoy, and 
hundreds of industry specialists in 
the grandiose surrounds of the Old 
Billingsgate Fish Market, Hammond 
did all that he could to highlight the 
Government’s commitment to this 
small but growing sector of the 
economy. 

His forecast is the latest attempt by 
the Government to flaunt the 
country’s best bits following Brexit, 
with the Treasury last week ramping 
up its efforts to attract more 
investment into Britain by attempting 
to herald the sector’s success. 

Pointing out that steam engines 
came from the West Midlands, steel 
production from Yorkshire, the first 
modern power station from Deptford, 
the first commercial oil refinery from 
West Lothian and the first commercial 
telegraph system from Euston, the 
Chancellor claimed that “British 
invention” will again lead an 
industrial revolution. 

A key part of that revolution is 
fintech, the industry where finance 
and technology combine, which is 
already strongly supported by the 
Government and is said to be worth 
£7bn in the UK. The Financial 
Conduct Authority, the UK’s financial 
watchdog, has also worked hard to 
make itself fintech friendly so that 
start-ups choose to locate in London, 
notably by introducing a so-called 
“sandbox” - for a relatively new 
sector it is already developing its own 
jargon - so businesses can test 
products with temporary regulatory 
approval. 

But despite the success of the 
sector - the UK’s largest IPO of 2015 
was that of payments processor 
Worldpay, while money continues to 
roll in for new start-ups - there is one 
small glitch in Britain’s plan to be the 
world’s greatest fintech hub. Or rather 
two glitches. The US and China are 
already a lot stronger in this area, and 
continue to grow at a faster pace. 

“There’s a lot of noise and no 
signal,” argues Legal & General chief 
executive Nigel Wilson, noting that 
America and Asia remain global 
leaders when it comes to technology 
products. “We have to be 
intellectually honest about how much 
progress we’re actually making.” 

The obstacle isn’t that UK fintech 
firms are mere minnows - some of the 
many success stories include 
crowdfunding platform Seedrs, 
lending marketplace Funding Circle 
and online investment management 
service Nutmeg - but that the UK has 
a long way to go if it wants to lead this 
revolution, or even be viewed as a 
disrupter compared to its much 
bigger rivals. 

Fintech firms in China and the US 
raised a combined $13.9bn (£11.2bn) 
through venture capital last year out 
of $17.4bn globally, according to 
industry body Innovative Finance, 
while UK fintech venture investment 
actually fell 34pc to $783m. 

The number of UK fintech patents 
filed to the World Intellectual 
Property Organisation last year also 
paled in comparison to China and the 
US, with data compiled by law firm 
EMW showing that just 89 patents 
were filed from the UK versus 4,523 in 
the US and 2,156 in China. 

Brexit hasn’t helped. Just after 
Hammond outlined his hopes to make 
the UK the world’s fintech star, Skype’s 
first-ever employee, who is now the 
boss of money transfer service 
TransferWise - one of the country’s 
best-known fintech businesses - said 
that if he were 

to set his business up today, he would 
not have chosen London given the 
UK’s vote to leave the European Union. 

“Other countries are looking at the 
UK and what the regulators are doing 
here and copying this very plainly,” 


‘Goingfrom 

start-up to 

scale-up 

requires 

huge levels of 

investment, 

talent and 

innovation. 

Fintech 

companies 

should see 

banks as 

customers, 

not 

competition ’ 


said Taavet Hinrikus, pointing to the 
Bank of England’s fintech accelerator 
as one example. “Every city - Paris, 
Berlin, Singapore, New York - has 
started to talk about how they can 
become the fintech capital of the 
world.” 

A number of things can be done to 
give the UK an edge, however. 

For a start, leading UK universities 
could help. Legal & General’s Wilson, 
who studied at the Massachusetts 
Institute of Technology (MIT) , points 
out that many of today’s technology 
giants were founded by graduates or 
students of US universities, but that 
UK counterparts seem to be falling 
behind. 

Boston-based MIT, as an example, 
launched a graduate -level financial 
technology course two years ago, has 
its own fintech club, hosts an annual 
fintech conference, offers a 
mentorship scheme and has just 
started a fintech “hackathon” event 
with over $13,000 in prizes. 

“We need to get the universities 
much more encouraged in this stuff,” 
Wilson says. “We need to use [their] 
intellectual firepower.” 

As the opportunities in the 
fast-growing sector become clearer, 
there are hints that this 
encouragement has begun. The 
University of Strathclyde is launching 
“Masters of Fintech” in September, 
introducing the 12-month course after 
research showed that fintech could 
create nearly 15,000 jobs in Scotland 
over the next decade. 

“The Scottish financial sector needs 
to capitalise on fintech or miss out,” 
says Daniel Broby, director of 
Strathclyde’s centre for financial 
regulation and innovation, adding 


that the course will give students “the 
essential skills and knowledge for a 
career in this field.” 

UK fintech firms are also looking at 
ways they can improve education in 
the sector, with online lender Spotcap 
last week announcing a “fintech 
fellowship” to encourage graduates 
into the field. The fellowship will 
offer one student a year <£8,000 
towards a master’s degree or MBA, 
provided it is a fintech-related area of 
study such as engineering, finance, 
business or law and at a UK 
university. 

But another reason the UK is 
viewed as falling behind larger 
competitors is that while there is a 
steady stream of eager start-ups, 
fintech “scale-ups” - large disruptive 


businesses such as Uber in the taxi 
industry or Spotify in the music 
industry - are not really happening. 

Ben Brabyn, the head of Europe’s 
largest tech accelerator Level 39, says 
that while it was a “noble aim” for the 
first wave of fintech start-ups to be 
“founded on the principles of 
bank-bashing and consumer 
empowerment”, it has made it hard 
for some of them to grow because 
they couldn’t tap into the big budgets 
and distribution networks of those 
banks. 

“Making the transition from 
‘start-up’ to ‘scale-up’ requires huge 
levels of investment, talent and 
innovation. We encourage fintech 
companies to see banks as customers, 
not competitors,” he says. “At Canary 


Philip Hammond, 
the Chancellor, said 
at the International 
Fintech Conference, 
above, that Britain 
will 'lead the world' 
in the new industry. 
He was flanked by 
Bank of England 
chief Mark Carney 
and Eileen 
Burbridge, the UK's 
fintech envoy, below 


Wharf [where Level 39 is based] 30pc 
of the world’s financial services IT 
budgets are within a five -minute walk 
and it’s the entrepreneurs working in 
cyber security, blockchain, financial 
inclusion and other high- impact 
fintech sectors which will unlock this 
billion- dollar opportunity.” 

For those that don’t want to couple 
up with a bank, there are also some 
potential changes to European 
legislation that could help fatten up 
certain start-ups, says Liz Brandt, 
the chief executive of business 
consultancy Ctrl- Shift adds. 

The revised Payment Services 
Directive, a piece of European 
legislation which will impact the use 
of personal banking data, will offer 
“massive opportunities for fintech 
businesses” once it comes into force 
next January, Ms Brandt says, 
explaining that it will give firms more 
access to personal banking data with 
permission from the consumer. She 
believes this and the Open Banking 
Working Group, a UK initiative 
introduced ahead of the new rule, will 
“give the UK fintech sector the data 
lifeblood necessary to grow”. 

Fintech’s obsession with London 
also needs to change if the UK really 
wants to compete with the likes of the 
US, where the focus is not only on San 
Francisco’s Silicon Valley but also on 
Los Angeles, New York and Boston. 

“We can’t have everyone thinking 
they’re Dick Whittington, coming to 
London for fame and glory, thinking 
that the paths will be paved with 
gold,” says Legal & General’s Wilson, 
urging the fintech community to 
loosen its focus on London’s Old 
Street roundabout. “Lots of stuff can 
be done elsewhere.” 
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Monday 

Economics: Empire State 
manufacturing index (US) 

Tuesday 

Trading update: Ashmore Gp 
Economics: industrial 
production (US), NAHB 
housing market index (US), 
ZEW economic sentiment 
(Germany) 

Wednesday 

Full-year results: 
e -Therapeutics 
Interim results: Fenner, 
Associated British Foods 
Trading update: Burberry, 



Primark owner ABF is due to report 
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Initial, RELX, Rio Tinto 
AGM: Bunzl, Greggs 
Economics: Beige book (US), 
trade balance, final CPI (EU) 

Thursday 

Full-year results: Xeros 
Technology Group 
Interim results: Debenhams, 
Sky, Unilever 
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Economics: Philly Fed 
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Trading update: Reckitt 
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Economics: Retail sales 
(UK), flash manufacturing 
PMI (US), flash services PMI 
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